
GLOBAL TRADING BLOCS ESSAY

Free Essay: Trading Blocs Nowadays, the world is increasingly divided into trade blocs. Two types of trading blocs are
recognized by the WTO: the free trade.

The preamble of the GATT is very clear on promoting non-discrimination in international trade by reinforcing
the need for reciprocal and equally advantageous arrangements focused on substantial cutbacks in tariffs and
other obstacles to trade and to the abolition of discriminatory treatment in international trade. Farmers receive
guaranteed prices for their products which are usually high. The result is that there is political support for a
trade liberalisation in a self-propelling process. Some of those countries that joined lately such as the Czech
Republic, Poland and Slovenia are from Eastern Europe and were once members of the tumultuous former
Soviet bloc. Importantly, every member of the WTO today is also a member of at least one sub regional or
regional cooperation arrangement, many countries are members both, and some even belong to more than one
regional unit. On one side, those who support Turkey joining argue that an expanded EU will increase regional
political stability by way of shared growth and political economic institutions. Routledge, ,  This means that,
at the regional level, there is a wider application of the principle of comparative advantage. The advantages
and disadvantages of regional trading blocs such as the European Union EU , since its creation with the
Treaties of Rome in , the European Union has shown great progress in regional integration, mainly U. This
first requires an understanding of each of the blocs and how the agreements involved have taken effect. It has
been argued that trading blocs now offer an opportunity for faster negotiations unlike the situation in the past.
The main reason for this is that the long-standing rivalry between the various European powers has led to two
world wars which have greatly disrupted world trade. During the s many former UK colonies formed their
own trading blocs in reaction to the UK joining the European common market. Second, a regional free trade
area leads to the creation of a self reinforcing process, in that as the market formed by a bloc expands, it
becomes progressively more appealing for non-member states to join the bloc in order to be accorded the same
trade preferences as the member states. The WTO membership reached by [29], and the costs of negotiations
certainly rise as this number increases. Because low cost imports lead to lower priced imports, there is a
'consumption effect', with increased demand resulting from lower prices. Once India obtains its special
privilege, it would not interested in less interest in attending WTO meetings and signing multilateral free trade
agreements that would instead eliminate those privileges. Having attained a common trade policy, they can
then enter multilateral discussions as a group. Bergsten argued that each member of the Asia-Pacific
Economic Cooperation APEC would seek to dismantle trade barriers faster than the next as a means of
competing for international capital. All in all, it is still difficult to answer questions regarding the aspects of
regional trade agreements and their connection with multilateralism. This allows for larger-scale and more
efficient production which in turn allows members to produce more goods more competitively for export
outside the trading bloc. During a debt crisis in , Mexico raised tariffs on some products against partners
outside of the Western Hemisphere but continued to cut tariffs on trade with the United States as called for
under the NAFTA agreement. Ultimately, the Organisation for Economic Co-operation and Development
OECD points out that the regional integration process could result in universal free trade and the course
towards it could be speeded even further, if regional accords offer an incentive to outsiders to wrap up
multilateral trade negotiations. But on the contrary, liberalised trade can harm a national economy that is not
competitive with foreign firms, thus causing a decline in national economic performance, a drop in tax
receipts, as well as a decline in public services for citizens. Overall agreements between members of regional
trading blocs seem to have a domino effect as those states that are not members of a given trading bloc lose
competitiveness and exporters thus press for entry. Comecon: This trading bloc consists of the U. To explain
briefly, there are several stages of economic integration. The research will delve on the dual role of trading
blocs: as building blocks and as stumbling blocks to liberalisation of international trade. Moreover, most of the
member countries have strong trading links with the Common Market countries or with other parts of the
world. At first Britain and other European countries did not feel it was in their best interests to join, e. But if
there is an option of a regional free trade area, the political process might eventually be diverted to the
regional route while excluding the multilateral route. There are basically two kinds of associations. While
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regional trading blocs promote liberalisation of trade between the member states of a trading bloc, they impose
restrictions to other states. Japan, which for many years was the only advanced nation that was not allied to
any regional agreement, signed a trade accord with Singapore in the  Schott defines a trading block as a type
of intergovernmental agreement that aims to reduce regional barriers to trade for the participating states. The
main disadvantages of trading blocs Loss of benefits The benefits of free trade between countries in different
blocs is lost. It accounts for a third of world trade and about 45 per cent of trade in manufactured goods. See:
Trade creation and trade diversion Economies of scale Producers can benefit from the application of scale
economies , which will lead to lower costs and lower prices for consumers.


